derbuying based on demand for numeric stockage objective items
by 3 percent over a five-year period. The decision to cut budget
authorizations for that group of items was good in intent, bin put
the axe on the wrong category. The center purchased assets on
the items when they were in higher categories and being man-
aged under different policies.

Migration and back orders. As remarked above, items gener-
ally migrate downward, and their excess assets migrate with

items remain in a category, the .smaller the number of back or-
ders, expressed as a proportion of total requisition volume.

To reduce back orders, officials usually change policy uni-
formly for all items in a category. Frequently, for example, they
decide to buy larger quantities. Yet as the data in Figure 7 dem-
onstrate, the majority of medium-value back orders are on items
that have recently migrated into the category, most of which are
moving up from lower-demand categories. If logisiicians are ever

If logisticians are ever to address the back-order problem

effectively and economically, they must find ways to identify

those items most likely to move up and then increase supply

levels before the stock migrates.

them. Items that move to a higher demand category carry few or
no assets, but they do bring along a growing number of back or-
ders. This phenomenon is not new or unique but is worth noting.
Just as data on assets can be misinterpreted, so too can back:
order data be misleading and result in inefficient policies or
misapplied resources.

Figure 7 displays back-order data for items in the medium-
value demand category as of March 1981. Of the 20,852 items
that had been medium value for less than one year, the center had
back orders for 3,712, or about 18 percent; that figure repre-
sented 26.8 percent of the total requisition volume for those
items. Among 7,698 items in the medium-value category for five
or more years, back orders on-hand numbered 554, or 7.2 per-
cent; back orders accounted for just 10 percent of the requisition
volume for such items. Statistics for these two groups illustrate
the impact of migration on back orders. Unfilled orders accumu-
late on items migrating up and accompany them. But me longer

to address the back-order problem effectively and economically,
they must find ways to identify those items most likely to move
up and then increase supply levels before the stock migrates.

Analysis of several years of historical data can yield strong ev-
idence of items most likely to migrate upward, as researchers at
the Defense Electronics Supply Center discovered. They evalu-
ated five years of numeric stockage objective data for weapon
system items in the inventory there. If such an item receives just
one requisition, they found, demand for (hat item will increase
significantly within a year; inventory managers should therefore
purchase additional stock immediately.

Migration and frequency. While back orders are markedly
lower for items that have been medium-value for five years or
more, the frequency of demand per item back ordered in that cat-
egory quadruples (see Figure 7). In other words, the longer an
item is stable in a demand category, the higher the frequency of
demand. This finding supports the need for flexibility in buying

Figure 6. Asset migration of replenishment and numeric stockage objective items managed

from March 1976 to June 1979
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